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Abstract 
 
              The actual conditions require the information society and the information age. These developments increase the  
importance of the  human capital. At this point, the role of the education is able to overcome information society because the 
knowledge and the education have been considered as the most effective tool for the economic system of a country. In this 
respect, the increase of human capital plays an important role to integrate all economic sector’s capital. 
                The aim of this article is to describe the returns of education which are based on both individual and social returns in 
accordance with interactions in the world economy at micro-macro level and to present the results of these interactions. The 
individual returns of the education are described at micro level and its social views are explained at macro level. While the 
education is the most important factor of the human capital specifiying the economic development and the growth at the macro 
level, the education effects on the individual’s wage at micro level.  Furthermore, we handle the theorical basis of the returns 
of education. 
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1. Introduction 
      An important paradigmatic change is socially experienced by globalization. As a result of this fact, some 
structural changes appear in the conditions of production. These changes form a new form of community as 
reflected on every field of community. This new form of community, which information and technology constitute 
basically, is called as “Information Society.” (Dikkaya and OzyakÕsÕr, 2006) 
     Information society can be defined as a rise period which informational sector, informational production, 
informational capital, and the factor of qualified person are significant by new technologies are developed, the 
continuity of education is emphasized, and society is carried from industrial community to an advanced situation 
economically, culturally, and politically within new developments like communication technologies, information 
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highways, and electronic commerce. (http://www.canaktan.org/egitim/universite-reform/bilgi-toplum.htm) The 
main characteristic of modern societies, in this process when we called as “information society,” is the dominance 
of scientific knowledge on all operations and phases of society. (http://www.egitim.aku.edu.tr/bilimfelsefesi.pdf) 
Additionally, the need for informational transfer increases in our times with a bigger density than ever before. 
(Emiroglu, 2007) 
     It is a known reality that the countries where are able to produce and use information efficiently will have a 
voice across the world and the countries where are unable to do it will play second fiddle. That’s why, all 
countries increase their investments day by day on their education systems. The most important wealth of 
countries now appears as capability of producing information and qualified human resources they have, neither 
quantity of money nor natural resources. (Berberoglu, 2010) 
     In information societies, it appears that human capital gains importance as an economic factor in the recent 
years. This is a brand-new fact to realize the concept of “human capital”, which was expressed by Schumpeter in 
the beginnings of the twentieth century as “constructive entrepreneurship” and by Arrow in 1960 as “learning by 
doing,” and in modeling it in the theories of growth by internalizing it in a macro scale. (Eser and Gokmen, 2009) 
     Information society, which is usually achieved by the developed countries, refers to an important process to the 
development of the developing countries and the integration of countries into the globalization process. 
(Emiroglu, 2007) As emphasized before, this is possible only with education. In this context, highlighting the 
importance of education by the study, it is to assess its advantages within a micro and macro analysis. Because 
globalization, information society, and the process related to it take part in an important place in our life.   
     A considerable sign of how determinative information and information society are in our life is the global 
meetings, which focus on some agendas like global security, human rights, economy, ecology etc., to be organized 
on information and information society anymore. The first of them was organized in the Canton Genf of 
Switzerland in 2003 with the participation of 176 countries, and the second was held in Tunis in 2006. 
(CukurcayÕr and Celebi, 2009) 
2. Education and Human Capital  
     The age that when we are present is the one when social, cultural, economical and technological activities 
speedily change and communities are deeply affected from these changes. These changes experienced had better 
appear as developments providing for communities to live in welfare and high living standards. In this context, the 
regular development of communities is possible only with their qualified individuals. This situation boosts the 
importance of education more, besides. (Genc, 2000) 
     When we define “education”, it means a long-termed process that plays a role for developments of individual 
and community, supports economic development, and preserves and improves cultural values. (HesapcÕoglu, 
1992)  The close, far, and general goals of education provide different benefits for society. While education helps 
forming a strong community socially, it leads to be a powerful country in economy with its productive force that 
consists of the educated people. (Tas and Yenilmez, 2009)  
     Education is expected to perform three basic functions: the first is to socialize, the second is to get someone 
adopt knowledge, skill, attitude, behavior, and habit, and the third is to incline toward the profession, bringing one 
in some professional capabilities. The success in the education is tied to whether these functions are realized or 
not. We can measure the realization situations of these functions in the education system by the emergence 
situations of their individual and social returns that are expected from the education. (CalÕskan, 2007) 
     The concept of human capital is defined as the accumulation of investments in such fields as education, health, 
on-the job-training and migration that enhance person’s productivity in the labor market and also in non-market 
activities. (Sharpe, 2001) According to another definition, information and skills in an economy indicate the 
qualified labor force. (Simsek and KadÕlar, 2010)  That is the unity of the elements increasing the quality, 
efficiency, and fertility of labor. (Tiryakioglu, 2008)  This concept was brought in the literature of economy by the 
studies of Smith, Marshall, and Mill and its existent meaning was developed by such economists as Denison 
(1962), Schultz (1968), and Becker (1964). (Eser and Gokmen, 2009) Human capital is person’s productive 
capability, knowledge, and skill and this capital is measured by the value of goods and services that are produced. 
Also, the value of person’s human capital is the same with the consumption value of goods and services that he 
produces.  (Thurow, 1970, cited from Hobikoglu) 
      This constitutes the framework of Economist Theodore W. Schultz’s concept of human capital.  (Dogan and 
SanlÕ, 2003) With regards to Schultz (1968), “Useful capabilities that person owns” are the element of human 
capital. (Schultz, 1968) 
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     If a goods or service has a benefit only for a period, we see it is defined as “consumer goods”. However, if 
having a benefit for future, it is investment goods. There are some goods and services that, they gain favor for 
both periods. Education including in a third definition, it is described as both investment and consumer goods. 
(Ozsoy, 2008) Education is consumption when gaining a temporary favor, but it is investment when determining 
the capacities of individuals in the future production and acquisition. (Gülpek, 2012) Educational expenditures are 
the basis of investing on human. (Savas, 1979) These investments include the following characteristics in micro 
economically: 1. It is a continuous investment. Income acquired differs from educational term. 2. Individuals have 
high chances to get more incomes in every new educational grade. 3. It is in question that educational investments 
are indivisibility. 4. Investments on education can differ during human’s life. (Ozsoy, 2008)  
     Countries take steps in transferring their structural changes in the education system and so the education on the 
global arena by global policies. That’s why, the countries investing on education to achieve the standards in the 
information society assess it as a strategy of development. The countries in this effort attach importance to human 
capital in this manner. (Dikkaya and OzyakÕsÕr, 2006) We see the relationship of education and human capital in 
the context of developing individuals. (Colak, 2010) 
     It is very important to develop human capital and use it effectively especially for the less developed and the 
developing countries. In order to develop human capital, it needs a well-educated and healthy society to develop 
human capital. (Eser and Gökmen, 2009) 
     The most important feature of education is to invest on the future of individuals, firms, and communities. 
Education plays an important role for transforming the economic and social life, namely, raising the level of 
welfare and the quality of life. Education is in the center of such political areas as participation, income 
distribution, poverty, social harmony, and preservation of environment in social, and growth, force of competition, 
and increment of productivity in economic. (TUSIAD, 2005) Additionally, knowledge and education are seen as 
the most effective tools of development, improvement, and respectability. (AydÕn, 2003) Moreover, the 
development of country is linked with people there to receive a suitable and continuous education and contribute 
to economic growth with knowledge and capability that they obtain in this manner. Individuals in the center of 
development should be raised awareness and equipped with the desires of researching, working, learning, and 
thinking. Therefore, the most important propulsive force of socio-economic development and the most significant 
element of productivity increment are the educational level of society and labor force. (Cakmak, 2008) 
3. Returns to Education 
     Education explains a kind of long-termed investment. There are significant uncertainties on the time and 
quantity of educational returns due to its nature. (BakÕs, 2012) In order to put the returns of education forwards in 
quantitative, the basic characteristics of person’s education should be expressed quantitatively. (CalÕskan, 2007)  
     There are three important methods about the returns of education investment. The first, developed by Mincer 
(1974).  Mincer’s method involves econometrically estimating an earnings function where log earnings is 
regressed on years of study and age/experience in the labour market. Under this description, the estimated 
coefficient on the years of study variable represents the rate of return to an additional year of education. More 
general specifications include dummy variables that distinguish between years of education or the last level of 
education obtained. A second approach covers computing the ratio of discounted net benefits to total costs. This 
method does not measure the internal rate of return to education as it depends on an assumed value of the discount 
rate used in the calculations. And a third method involves the calculation of the internal rate of return associated 
with an investment in education in much the same way as one would compute the profitability of a financial asset. 
Specifically, this method computes the rate of return as the internal rate of return that equates the net lifetime 
discounted benefit from pursuing the educational investment with zero. (Stark, 2007) 
       In human investment that may be realized in micro and macro levels, it is explained the investment that a 
person makes for himself in micro level and a firm performs with human factor. Human investment in macro level 
includes the human investment made by the state. (Tunc, 1998) In the analysis of this paper, the return of 
education is going to be explained in a theorical manner with some examples under the light of the studies done. 
       
3.1. Evidence at The Micro Level 
      The micro return of education is inclined towards the calculation of individual and social returns of definite 
educational levels and occupations. (Ozsoy and Surmeli, 2012) We can analyze the economic returns to education 
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with Figure 1. Michaelowa (2000), has stated expected returns of education.  
 
Fig. 1. The Returns of Education,  Michaelowa, 2000 p.2. 
 
      Figure 1 shows that at the micro level, the direct link between education and individual earnings will be at the 
center of this figure. At the micro level, education earnings and earnings of neighbours increases. Moreover, this 
level leads to participation in the labour force. At the macro level, lower population growth and better health of 
population results in higher growth.  
3.1.1. Private Returns to Education 
      “Individual return” means the appraisal of education under the light of costs that directly fall to a person’s 
share and in its benefits. (Stark, 2007) Individuals educate themselves for wide range of reasons.  One is personel 
satisfaction: Education as a consumption good. At the same time, since Schultz (1961) and Becker (1964) 
indicated the concept of human capital in the 1960s, education has mainly been seen as an investment. (Venniker, 
2001) 
3.1.1.1. The Relationship of Education and Income 
      Despite A. Smith, A. Marshall, and M. Friedman were interested in education, the studies about the effects of 
education and labor force on economic development could not show integrity until 1950’s. (Becker, 1992) 
Education was accepted as the most important component of the theory of “human capital” that appeared in 
1950’s. Additionally, the link between education and income attracted the researcher’s interests considerably. The 
theory of human capital expressed that education is the most significant determinative of capital difference or 
income difference among individuals. (CalÕskan, 2007) 
     By the theoretical developments in the educational economy, it was developed an empiric field that makes 
quantitative inferences. The causal relationship between education and profit was started by Mincer’s studies in 
1970 and 1974. Mincer sets a causal relationship among a person’s study period, experience, and profit. This 
relationship contains gender, sector, and other observable variables. “Mincer’s output” or “educational return” is 
the coefficient that shows the effect of study period on profit via econometric methods. This output is important 
for education to introduce social data in influencing on a person’s life. Furthermore, despite the educational return 
is not directly calculated by this method of Mincer and it cannot explain the profit situation of person in some 
cases, the results obtained in similar to this equation can be named as “educational return.” (Egitim Izleme 
Raporu, 2011)   
     Mincer says that; educated workers enjoy at least three main advantages over less educated workers in the 
labor market: Higher wages, greater upward mobility in income and occupation. (Mincer, 1991)  
     One of the most important micro-economic characteristics of human capital investments is a person to get an 
opportunity for more income generations by human investment. This opportunity appears especially in 
educational investment. It can be lived an income increase as long as arriving at an upper educational level from a 
lower level. This situation can be defined as a difference in educational returns, and the educational return can be 
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different according to countries to be a developed or less developed country and such policies as the attributes of 
market, income distributions, and costs of education of these countries. (Tunc, 1998) 
     While the effect of education on income is analyzed within micro-economic analyses, the year when a person 
spends in the school is generally paid attention. The most significant advantage of these analyses is easily to reach 
this type of data particularly in the developed countries. Nevertheless, this data does not contain information about 
type and quality of education or curriculum. (CalÕskan, 2007) E.g., people’s incomes who receive a university 
education in such member countries of OECD as Denmark and New Zealand are determined 25% more than those 
who finish a secondary education. Even this difference in some countries is more attractive, because it may reach 
120%. (Bal, 2011) 
     Psacharapoulous expresses the rate of variables, which explain the income differences, may change according 
to the level of education and it is accepted as 0.77 averagely. Based on these studies, he developed the concept of 
“gain function.” This function is fallow as: (Woodhall, 1987) 
Y= (S,A,F, age…)  
S: Study Period, A: Capability (IQ), F: Father’s Job 
3.1.1.2. The Relationship of Education and Labor Force Participation 
     Education explains the process of training human resources. It should be established a planned formal and non-
formal education for a person to be able to gain strength by physical and internal activities and in showing a 
change of behavior. Education is a sine quo non precondition to provide employment and quality of production in 
this context. Human resources appear as a variable dependent on factor of education. In order to fix the 
development levels of countries at present days, this variable plays an important role. The number of well-
educated and qualified human force, the professional education provided for young people, the contribution to 
science, and other similar opportunities are among these indexes. (Bircan, 1998) 
     Main benefit of education is the lower risk of unemployment at higher educational levels. (Mincer, 1991) 
When the level of education in population, the labor force participation rate also tends to rise. Moreover, despite 
the high unemployment in countries which have high level of education, the question about how the role of 
education overcome of unemployment is still in the spotlight. (Kavak, 1997) 
3.1.2. Social Returns to Education  
 
     “Social return” means the return provided by education in paying attention to all direct individual and public 
costs and benefits that fall to public’s shares. (Stark, 2007) 
     When we describe of the social profitability of an investment in human capital, “the social rate of return” is the 
internal rate of return such an investment. (Sianesi and Reenen, 2003) That’s why, benefitting from educational 
services makes both monetary and non-monetary contributions to person and community. (Gölpek, 2012) The 
social returns to an educational investment indicate the desirability of education investment to society. (Venniker, 
2001) 
     The social benefits of education in terms of social harmony are expressed as less crime rate, democratization 
and participation, protection of individual health and more income acquisition. (Tas and Yenilmez, 2008) While 
much is known about the private returns to education, knowledge about the social returns to education is scarce. 
(Venniker, 2001) So the calculation of social benefit for educational investments is more difficult than individual 
benefit. (Tas and Yenilmez, 2008) However, the most comprehensive study done in this matter was in the book 
related to determine the values of educational investments, called “The Appraisal of Investments in Educational 
Facilities”, which was made by the cooperation of OECD and the European Investment Bank. Under the study, 
three different scenarios about the results of educational expenditures of the three OECD countries are compared 
with each other. The first one of scenarios can be stated as the social benefit of educational expenditures and the 
natural development of this process during the internal growth. The second one is the changes that occur because 
the rate of educational investments to GDP increases by 2%. The third scenario is related to the conclusions 
happening because the schooling rate of secondary education is increased by 10%. (Turkmen, 2002) 
     The rates of returns calculated by the complete method for 83 countries on Figure 2, which indicates the rates 
of educational returns, show the rates of personal and social returns for primary, secondary, and higher educations. 
On this Figure, the personal return in each level of education is more than the social return. Because social return 
in education is less than personal return, it can be explained by social return shows a calculable minimum level. 
(Yumusak, 2009) 
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Fig. 2. Returns to Investment in Education by Level, Psacharopoulos, Patrions , 2002, p.15. 
 
      The study done in India about the social benefits of education provided important results for the outputs of 
female students’ education. Under this study, it was achieved that the education of 1000 female students in the 
primary school cost 32.000$ for one year, and it was returned profit 75.000$ in favor of additional (educational) 
investments by the fertility rate are decreased; 32.000$ by the child deaths are reduced; and 2300$ by the 
malignant diseases are lowered. (Turkmen, 2002) 
 
3.2. Evidence at The Macro Level 
     The macroeconomic return of education generally shows the role of educational expenditures on the process of 
economic growth. (Ozsoy and Surmeli, 2012) In the macroeconomic dimension of education, economic 
development and economic growth are researched.  
     The concepts of “economic growth”, “economic progress,” and “economic development” are mostly used in the 
same meaning for both written language and spoken language. However, we should distinguish it in several 
differences. According to Economist Amonn, who explains differences between “economic growth” and 
“economic progress”, and “economic development” at most consistently, the national economy changes in two 
ways in time. Firstly, the national economy grows and develops with its body. E.g., its population increases, labor 
force mounts, and factors of production boost. Secondly, the body and roof of the national economy change. E.g., 
the shares of agricultural, industrial, and service sectors in GDP change, the distribution of labor force in these 
sectors differs, and various changes are experienced in the infrastructure. Such increments in the national 
economy as population, labor force, land, and other factors of production are called as “growth.” “Development” 
or “progress” explains the changes that occur in the body and the roof of economy. (Acar, 2002) Moreover, 
“development” consists of the reflection of positive results in economic growth on community. (Coskun, 2009) 
 
3.2.1. Education and Economic Growth 
      “Economic growth” means growth in per capita real income. (Kibritcioglu, 1998) Empirical estimation of the 
contribution of economic growth of education to economic growth dates back to 1957. Robert Solow published 
his seminal paper in this year. Solow’s paper is “The Review of Economics and Statistics. Solow’s aim was to 
estimate the contribution of labour, capital and technological change to economic growth in the United States 
between 1909-1949. Over this period, he used the aggregate production function. And also, he estimated the 
contribution of labour and capital and attributed the unexplained section of the total growth to technological 
advancement. (Giles et al., 2006) 
     Endogeneous growth theories and augmented Solow growth theories have emphasized the importance of 
education in determining sustainable economic growth. In the world’s economy, some nation’s income and 
wealthiness are greater than other nations. Education proved itself to be main source in this regard. (Afzal, 2011) 
     The literature about education investment and economic growth identifies two ways of this investment for 
economic growth contributions. First, human capital can directly participate in production as a productive factor. 
In this way, human capital would generate the growth of output. This is so-called level effect. Second, human 
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capital can attribute to raising technical progress because of the education eases the information, diffussion and 
adoption of new technologies. This effect is so-called rate effect. (Freire-Serén, 2001)  
     Many researchers mention about the role that is played by education for economic and social development of 
countries. A nation’s human capitals are the basic factor that shows the process and character of its economic and 
social development. Most of the developing countries believe in that the rapid increment in the educational 
opportunities is significant for economic development. Such the theorists of human capital as Schultz, Mincer, 
Becker, Denison, Harbison, and Myers researched the link between education and economic growth. Education, 
for them, led to increase productivity in boosting the stock of a person’s human capital. The development 
economists adopted a thought in 1960 and 1970’s about education was an element of investment. In the national 
plans during these years, there were some sentences or clauses about education was important because it got 
necessary skills for development. By the idea that set the link between education and economy, such organizations 
as the World Bank focused in 1980’s on education that accelerated economic growth. (Ozsoy, 2008) There are 
other studies about economic growth and education in the literature (Uzawa, 1965; Lucas, 1988; Romer, 1986, 
1990; Barro, 1991; Barro ve Lee, 1993, 1994; Barro and Sala-i Martin, 1995). According to Lucas (1998) the 
sustained economic growth is because of the accumulation of human capital, and education is the main tool for 
human capital accumulates. The human accumulation rate depends on the time spent on education. According to 
Romer (1986,1990) economic growth depends on existing human capital, which generates innovations. (SarÕ and 
Soytas, 2006) The theoretical developments between human capital and economic growth now are mainly treated 
under the framework of the models of Lucas (1998), Romer (1990), and Mankiw and et al. (1992). The first two 
are the internal growth models, and the other is the external growth model. In the model of Mankiw and et al. 
(1992), it is witnessed that human capital is added into function of production as an external variable, and in this 
way, the model of Solow is broadened. (Cetin and Ecevit, 2010) 
     The quality of education is one of the basic attitudes of economic development rather than the existence of 
education. The factors constituting the quality of education are to form strategy and policies that are designed for 
providing the performance of education effectively and efficiently and in using technological innovations to 
activate the process of education. Because human capital appears depending on education, such indicators as 
average study period, rate of schooling, rate of literacy, rate of higher education institutions, educational 
expenditures, and number of scientific publications show the indicators that indicate potentiality of human capital 
depending on education. (Tiryakio÷lu, 2008) Nevertheless, for a strong structure of human capital, the variable of 
educational expenditures is significant. (Pamuk and Bektas, 2014) In most of the quantitative studies about the 
return of education on economic growth (Barro 1991, Barro and Salai-i-i Martin 1995, Hall and Jones 1999, 
OECD/UNESCO 2002, Temple 1999, Griliches 1996, Bils and Klenow 2000, Olaniyan and Okemakinde 2008), it 
appears a positive relationship between education and economic growth. (Wigley and Akkoyunlu, 2011) Other 
many studies incline toward finding the relationship between education and economic growth. (SarÕaslan, 1978) 
 
3.2.2. Education and Economic Development 
     The contribution of human capital to economic development is to enable to put forward human capital with 
different indicators while countries increase their investments on human capital and in comparing it among 
countries. This opportunity is usually measured by the indexes that show the variables of level of education and 
health standards, and the level of development in the economy literature for a country. (Karatas and Cankaya, 
2010)  
     The problem of development rises to prominence because of the necessity of getting the highest level of 
production in order to use scarce resources rationally and providing the structural changes in the fields of 
economy, society, politics, and culture. The reduction of development and underdevelopment problems is 
dependent on the quantitative and qualitative situations of physical (material) and personal (human) resources in 
economies. Particularly, in the inclusion of physical resources into economic process in appraisals, human factor 
has an important function. Because it will play a role to perform the development.(Tunc, 1998)  This role is 
provided by the force of learned-community and skilled-person. In order to raise awareness in person who is the 
mind of development, it should be equipped with the desire of researching, working/studying, learning, and 
thinking. These are possible only with education. (Turkoglu,1994) 
     In the traditional development models, it is expressed development not to be possible without education. 
(Ergun, 2011) Development triangle shows that governmental bodies, educational institutions and transnational 
corporations are the dominant players in this triangle. Each having distinctive roles and various degree of 
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freedom. (Lundahl and Ndulu, 2008) 
 
Fig. 3. Development Triangle,  Hanson,2008, p.22. 
     The contribution of investments on human capital to economic development increases in parallel to the 
increment of importance in knowledge for the process of production. The returns of these investments are 
calculated higher than the returns of physical capital investments especially in the developing countries. E.g., in a 
study that the resources of Brazil’s growth in 1970 and 1980’s were researched, it was found that technological 
development and human capital had higher contributions than physical capital and labor. The resources of growth 
realizing were found in these percentages: Physical Capital: 19%, Labor: 1,8%, Human Capital: 24%, and 
Technological Development: 40%. (Kasliwal, 1995, cited from Yumusak and Kar, 2000)
     Additionally, education plays a balancing role to provide development, which is common efforts and hopes of 
countries, and to distribute national incomes in leveling the social layers in the low-income group up to the high-
income levels in favor of the developed and developing countries in the first. (Turkmen, 2002) 
     Moreover, earnings from work increase with economic development, and the benefits associated with jobs 
improve as well. The relationship is not mechanical, but growth is clearly good for jobs. (The World Bank, 2012) 
(Figure 4) 
 
Fig. 4. Jobs Provide Higher Earnings and Benefits As Countries Grow, World Developments Reports 2013, p.9. 
 
     Because education has an important role in sustainable development, programmes constituting good-quality 
education and developing actual strategies. Should be applied in every field of education to support it (Ergun, 
2011). 
 
Conclusion And Suggestion 
     Education, as an investment on human capital, is important for the developed and developing countries. The 
significance of education in the information age directs these countries to investments. The interest starts to appear 
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in the world economy after 1950’s significantly. It is seen that all factors in economy are an inseparable whole, 
while examining the necessity of education to develop human force within micro and macro analyses. Investments 
on education affect personal and social benefits more quickly. It should be organized educational systems to string 
along with rapid changes appearing with information society in the world and in putting them in a modern level.
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